
9_

3

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

The Honorabl~ MARSHA J. PECHMAN

UNITED STATES DISTRICT COfJRT
WESTERN DISTRICT OF WASBINGTON

AT SEATTLE

COSTCO WHOLESALE
CORPORATION, a Washington
oorporation,

P~ain~

ROGER HOEN, VERA ING, and
MERRYrT LONG, in their official
capacities as membea’s of the Washington
State Liquor Control Board;

Defendants, and

WASHINGTON BEER AND WINE
WHOLESALERS ASSOCIATION, a
Washington non-profit corporation,

Intcrvencr Defendants.

NO. CVO4-360P

ANS~tVERS AND OBJECTIONS
OF DEFENDANTS TO
PLAINTIFF’8 SECOND
INTERROGATORIES TO WSLCB
DEFENDANTS

PlaintiffCostco Wholesale Corporation makes the following document requests to

Defendants Hoen, [ng, and Long pul~uant to Federal Rules of Civil Procedure 26 and 34. ~_-

INSTRUCTIONS                                 ~)

Plaintiffincorporate~ thv instru~ons in its First Interrogatories.

ANSWERS AND OBJECTIONS OF
DF-.FF.NDANTS TO PLAINTIFF’S
SECOND [NTERROGATOR.1ES TO
WSLCB DEFENDANTS
-- I’40. CV04-360P

NOTARY PuBL~

TX245 001
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DEFINITIONS

Except as follows, plaintiffincorporates the definitions in its First Interrogatories.

The "prohibitions and requirements" or "prohibition or requirement" include the following:

.... a. prohibiting licensed retailers from purchasing directly from out-of-state

suppliers;

b. requiring a mark-up of at least 10% by distributors, producers, and wineries or

brewers that sell directly to retailers;

e. requiring uniform pricing by suppliers to all retailers regardless of differences in

volume, delivery practices, costs, or other factors;

d. requiring advance posting of prices by suppliers;

e. prohibiting suppliers from reducing prices during a month;

f. prohibiting extension of credit to retailers by suppliers;

g. prohibiting retailers from taking delivery of wine or beer at a central depot or

transferring wine or beer between retail locations;

prohibiting licensed retailers from selling to or buying from other licensedh.

retailers; and

i. prohibiting licensed retailers from w~rehousing wine.

GENERAL OBJECTIONS

Defendont incorporates the objections filed in its Answers and Objections of the

individual Defendant officials of the Washington State Liquor Control Board to Plaintiffs First

Interrogatories to WSCLB Defendants. Additionally, Defendant objects to paragraph (h) of the

definition of the "pro.hibitions and requirements" or "prohibition or requirement" as outside the

scope ofplaintilTs complaint and further objects ifplaintiffis attempting to amend its

complaint without properly complying with FRCP 15.

ANSWERS AND OBJECTIONS OF
DEFENDANTS TO PLAINTIFPS
SECOND INTERROGATORIES TO
WSLCB DEFENDANTS
-- NO. CV04-360P

Attorney G~neral of Washlngten
Rev~ue Division

Plum Strut SE, Bldg. 3
PO Box ~123

Ol~pi~ WA ~50"0123
(3~) 753-5528

TX245 002
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INTERROGATORIES

INTERROGATORY NO. 22: Identify each person you intend to call, or are

considering calling, as a trial witness and whose deposition has not yet been taken or noted.

ANSWER: See the General Objections, which are incorporated in this answer as

fully set forth. Further objection in that the LCB has not made any final determinations of who

it may or may not wish to call at trial and the LCB reserves the right to. name trial wimesses

individuals it may not be aware of or individuals which the LCB might not at this moment be

contemplating calling as a trial witness, but whom the LCB may later determine would be

appropriate trial wimesses. The LCB further objects to any attempt by plaintiffs to preclude the

LCB from calling as witnesses at trial individuals whose depositions have not been taken or

noted and whose name,are not provided in response to Interrogatory No. 22. Any additional

witnesses will be disclosed by the LCB to Plaintiff as required by FRCP 26(3). Without

waiving its objection, LCB answers as follows: Jeanne Resehan MIW liquor enforcement

officer of the Licensing and Regulation Division, Rich Manoli, IMIW senior liquor enforcement

officer of the Licensing and Regulation Division, Pat Kohler, Administrative Director of LCB,

Steve Burnell, Wine Program Beverage Merchandising Manager of LCB Purchasing Division,

Randy Simmons, Director of LCB Financial Division.

INTERROGATORY NO. 23: Identify all factual information supporting any finding

identified in the materials produced in response to Request for Production Nos. 50-53.

ANSWER: See the General Objections, which are incorporated in this answer as

fully set forth. LCB objects to this.Interrogatory on the grounds that it is overly broad and

unduly burdensome. The produced documents should answer Plaintiff’s interrogatory.

INTERROGATORY NO. 24: Identify what social or public benefits the State

contends are accomplished by treating all retailers the same regardless of variations in their

need for distributor services, ability to negotiate favorable terms, creditworthiness, or other

competitive attributes.

ANSWERS AND OBJECTIONS OF
DEFENDANTS TO PLAINTIFF’S
SECOND INTERROGATORIES TO
WSLCB DEFENDANTS
-- NO. CV04-360P

Attorney Omeml of Wa~hingon
Revemm Division

905 Plum Street SE, Bldg. 3
PO Box 40123

Olympia, WA 9850443123
t360) 753-5528

TX245 003
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ANSWER: See the General Objections, which are incorporated in this answer as

fully set forth. Without waiving its objection, LCB answers as follows: LCB contendsthat the

Legislative purpose of fostering orderly and responsible distribution of malt beverages and

wine towards effective control of consumption is accomplished by insuring that all licensed

retailers are provided equal opportunity regardless of size or market share of the availability of"

malt beverages and wine and at a uniform price posted through the price posting system.

INTERROGATORY NO. 25: Explain how the prohibitions and requirements are

factually more necessary, effective, or sufficient in protecting small retailers or in promoting

temperance than the resale price maintenance analyzed in California Retail Liquor Dealers

Ass’n v. Midcal Aluminum, Inc., 445 U.S. 97 (1980), and 324 Liquor Corp. v. Duffy, 479 U.S.

335 (1987).

ANSWER: See the General Objections, which are incorporated in this answer as

fully set forth. Further objection to Interrogatory No. 25 as calling for legal opinion and

conclusion and as seeking information which is not reasonably calculated to lead to discovery

of admissible evidence and as assuming facts not in evidence, specifically, that the prohibitions

and requirements at issue in this lawsuit have the goal of "protecting small retailers" or of

"promoting temperance."

AI~SWERS AND OBJECTIONS OF
DEICF2qDANTS TO PLAINT!FF’S
SECOND INTERROGATORIES TO
WSLCB DEFENDANTS
-- NO. CV04-360P

Attorney General ot’Wa;hing~on
Revenue Division

905 Plum Str=a SE, Bldg. 3
PO Bo~ 40123

Olympia, WA 98504-0123
(360) 753-5528

TX245 004
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STATE OF WASHINGTON)
) SS:

COUNTY OF THURSTON)

VERIFICATION

I have been delegated the authority to review and sign on behalf oft.he officials of the

Liquor Control Board and, pursuant to CR 33, I certify that I have read the foregoing

Answers and Objections of Defendants to Plaintiff’s Second Interrogatories to WSLCB

Defendants and believe them to be true and correct.

EORRAINE LEE      --
Liquor Control Board
Director of Licensing & Regulation

SUBSCRIBED AND SWORN to before me this day of ~, 2005.
0

(Signature oONotary)

D ’¢M /4, L,,t  sm
(Print or stamp name of Notary)

NOTARY PUBLIC in and for the State
of Washington, residing at _t~~.
My Appointment Expires: _zT//V~D"!D

ANSWERS AND OBJECTIONS OF
DEFENDANTS TO PLAINTIFFS
SECOND INTERROGATORIES TO
WSLCB DEFENDANTS
-- NO. CV04-360P

ERRORI AlYrOTEXT EIVFRY NOT DEFINED.

TX245 005
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THE HONORABLE MARSHA J. PECHMAN

UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF WASHINGTON

AT SEATTLE

COSTCO WHOLESALE CORPORATION, a
Washington corporation,

Plaintiff,

Vo

ROGER HOEN, VERA ING, and MERR1TT
LONG, in their official capacities as members
of the Washington State Liquor Control Board;

Defendants, and

WASHINGTON BEER AND WINE
WHOLESALERS ASSOCIATION, a
Washington non-profit corporation;

Intervcnor Defendant.

NO. CV04-360P

.DEFENDANTS’ RESPONSES AND
OBJECTIONS TO

PLAINTIFF’S REQUESTS FOR
ADMISSION TO WSLCB
DEFENDANTS

PlaintiffCostco Wholesale Corporation propounds the following requests for admission

to Defendants Hoen, Ing, and Long.

DEFINITIONS

Except as follows, plaintiffineorporates the definitions in its First Interrogatories.

The "prohibitions and requirements" or "prohibiti~.a.?~q~rement,, include the

DEFENDANTS (NO. CV04-360P) - I 1201 Third Awnue, Saite 4800
[2904(I-008743~3000IAm Req for Adm.DGC] Seattle, Washington 98101-3099

Phone: (206) 359-8000
Fax: (206) 359-9000

TX245 006
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prohibiting/icensed retailers from purchasing directly from out-of-state

suppliers;

b. requiring a mark-up of at least 10% by distributors, producers, and

wineries or brewers that sell directly to retailers;

c. requiring uniform pricing by suppliers to all retailers regardless of

differences in volume, doliwa’y practices, costs, or other factors;

d. requiring advance posting of prices by suppliers;

e. prohibiting suppliers from reducing prices during a month;

£ prohibiting extension of credit to retailers by suppliers;

g. prohibiting retailers from taking delivery of wine or beer at a c~ntral depot

or transferring wine or beer between retail locations;

h.    prohibiting licensed retailers from selling to or buying from other licensed

retailers; and

i. prohibiting licensed retailers from warehousing wine.

REQUESTS FOR ADMISSION

REQUEST FOR ADMISSION NO. 1: Admit that there has been no affirmative

expression by the State of Washington thai all or any of the prohibitions and requirements are

intended to control or reduc~ abusive or excessive consumption.

ANSWER: DENIED. RCW 66.28,180 (I) and WAC 314-20-100, 314-24-190 address

effective control of consumption. Also, "orderly market" enacting of 6737 reaffirmed this, see

transcript of 3/l 1/04 of floor debate.

REQUEST FOR ADMISSION NO. 2: Admit that there has been no affirmative

expression by the State of Washington that all or any of the prohibitions and requirements are

intended to increase prices to consumers.

ANSWER: DENIED.

PLAINTIFF’S REQUESTS FOR ADM/SSION TO WSLCB
DEFENDANTS (NO. CV04-360P) - 2
[29040-0087-O00000!Ans R~q for Adm.DOC]

Perkins Cole L,.r
1201 Third Avenue, Suite 4800

Seattle, Washington 98101-3099
Phone: (206) 359-8000
Fax: (206) 359-9000

TX245 007
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REQUEST FOR ADMISSION NO. 3: Admit that there has been no affirmative

expression by the Slate of Washington that all or any of the prohibitions and requirements are

intended to allow costs, public and private, to be considered in the consumer’s consumption

decision as possible.

ANSWER: OBJECTION. Vague and incomprehensible as to what doe~ "intended" or

the following phrase "’to allow as many as many costs public and private to be considered in the

consumer’s consumption decision ~s possiblo" mean. To the extent the question means that

prohibitions and requirements have no affirmative effect on consumer consumption, DENIED.

REQUEST FOR ADMISSION NO. 4: Admit that there has be~n no affirmative

expression by the State of Washington that all or any of the prohibitions and requirements are

intended to subsidize small retailers.

ANSWER: OBJECTION to the word "subsidize", it is not defined. DENIED. See

RCW 66.28.180 (2)(d) and WAC 314-20-100, 314-24-190.

PLAINTIFF’S REQUESTS FOR ADMISSION TO WSLCB
DEFENDANTS (NO. CV04-360P) - 3
[29040-0087-~0(~00/Ans Rcq for Adm.DOC]

Perid~s Co|e ~bt.P
1201 Third Avenue, Suite 4800

Seattle, Washington 98101-3099
Phone: (2o6~ 359-8000
Fa~: (206) 359-9000

TX245 008
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REQUEST FOR ADMISSION NO. 5: Admit that there has been no affirmative

expression by the State of Washington that all or any of the prohibitions and requirements arc

intended to protect small retailers from competition by larger retailers.

ANSWER: ADMIT that the prohibitions and requirements are not intended to protect

small retailers from competition by larger retailers. To the extent the prohibitions and

requirements create equal access to the market, LCB admits, otherwise LCB DENIES.

REQUEST FOR ADMISSION NO. 6: Admit that the prohibitions and requirements

have had no significant effect on the number of licensed retailers in the State of Washington.

ANSWER: OBJECTION to the terms "significant �ffect" as vague ambiguous and

undefined. DENIED. To the extent the question means that the proh~itions and requirements

do not limit the number of licensed retailers in the State of Washington the LCB admits.

REQUEST FOR ADMISSION NO. 7: Admit that the prohibitions and requirements

are not necessary to assure what the WSLCB considers a sufficient number of licensed retailers

in the State of Washington.

ANSWER: OBJECTION to the phrase "’the WSLCB co,’aiders a sufficient number of

licensed retailers" because this is vague and ambiguous. DENIED. To the extent the question

PLAINTIFF’S REQUESTS FOR ADMISSION TO WSLCB
DEFENDANTS {NO. CV04-360P) - 4
[29040-0087-000000/Am Req for Adm.DOCI

Perkins Cole LLr
1201 Third Avenue, Suite 4800

Seattle, Washington 98101-3099
Phone: (206) 359-8000
Fax: (206") 359-9000

TX245 009
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means that the prohibitions and requirements do not limit the number of licensed r¢tailg~s in the

State of Washington, the LCB admits.

REQUEST FOR ADMISSION NO. 8: Admit that you arc aware of no significant

factual substantiation that the prohibitions and requirements control or reduce abusive or

excessive consumption.

ANSWER: OBJECTION to the phrase "significant factual substantiation" as vague and

ambiguous.

REQUEST FOR ADMISSION NO. 9: Admit that you are aware of no significant

factual substantiation that the prohibitions and requirements have increased the number of small

retailers.

ANSWER: OBJECTION to the phrase "significant factual substantiation" and to the

term "small retailers" as vague and ambiguous.

REQUEST FOR ADMISSION NO. 10: Admit that you are aware of no significant

factual substantiation that, but for the pmh~itions and requirements, the number of licensed

retailers would be below the number you deem sufficient to serve the people of the State of

Washington.

ANSWER: OBJECTION to the phrase "significant factual substantiation" as vague and

ambiguous and speculative. DENIED

PLAINTIFF’S REQUESTS FOR ADMISSION TO WSLCB
DElq~DANTS (NO. CV04-360P) - 5
[29040-O087-000000/Ans Req forAdm.DOC]

Perkins Coie
1201 Third Awnu~, Suite 4800

Seattle, Washington 98 I01-3099
Phone: (206) 359-8000
Fax: (206) 359-9000

TX245 010
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REQUEST FOR ADMISSION NO. 11: Admit that you are aware of no significant

factual substantiation that, but for the prohibitions and requirements, abusive and excess

consumption would exceed the levels you deem acceptable.

ANSWER: OBJECTION to the phrase "significant factual substantiation" as vague and

ambiguous. DENIED,

REQUEST FOR ADMISSION NO. 12: Admit that the State of Washington has never

examined whether any reduction of consumption as a result of the prohibitions and requirements

exceeds the increase in consumption due to the subsidization of small and remote retailers.

ANSWER: OBIECTION to the phrase "increase in consumption due to the

subsidization of small and remote retailers." ADMIT that LCB has not examined whether any

reduction of consumption as the result of the prohibitions and requirements exceeds the increase

in consumption because of the location of retailers large or small in remote areas.

REQUEST FOR ADMISSION NO. 13: Admit that the State of Washington has ncvvr

�×amined whether any reduction of consumption as a result of the prohibitions and requirements

exceexis the increase in consumption due to volume discounts and temporary price reductions by

state stores.

ANSWER: OBJECTION to the phrase "prohibitions and requirements exceeds the

increase in consumption due to vohtme discounts a~d temporary price reduction by state stores"

as vague and ambiguous. ADMIT the LCB has not examined whether consumption has

PLAINTIFF’S REQUESTS FOR ADMISSION TO WSLCB
DEFENDANTS (NO. CV04-360P) - 6
[29~ID-OOB’I-(X)OOOO/A~+ Rvq fo~ Adm.DOC]

Perkins Cole LLV
1201 Tldrd Avenue, Suite 4800

Seattle, Wa~hingto~ 98101-3099
Phone: (206) 259-8000
Fax: (206) 339-9000

TX245 011
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increased due to volume discounts to consumers and temporary price reductions in state liquor

stores. Except as specifically admitted, LCB denies the remaining request for admission.

REQUEST FOR ADMISSION NO. 14: Admit that the State of Washington exercises

no direct control over the prices charged by producers of wine and beer.

ANSWER: OBJECTION to the-phr~e "direct control" as undefined, vague and

ambiguous. DENIED See RCW 66.28.180(2)(d), 66.28.180(3)(d) and WAC 314-20-100, 314-

24-190.

REQUEST FOR ADMISSION NO. 15: Admit that the State of Washington exercises

no direct control over the prices charged by distributors of wine and beer.

ANSWER: OBJECTION to the phrase "direct control" undefined, vague and

ambiguous. Dl~NIED See RCW 66.28.180(2){d), 66.28.180(3)(d) and WAC 314-20-100, 314-

24-190.

PiAIN’FIFF’S REQUESTS FOR ADMISSION TO WSLCB
DEFENDANTS (NO. CV~4-360P) - 7
[29040-C08"7-000000/Ar~ Req for Adm.DOC]

Perkins Cole LLI~
1201 Third Avenue, Suite 4800

Seattle, Washington 98101-3099
Phone: (206) 359-8000
Fax: (206) 359-9000

TX245 012
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REQUEST FOR ADMISSION NO. 16: Admit that the State of Washington exercises

no direct control over the prices charged by retailers of wine and beer.

ANSWER: OBJECTION to the phrase "direct control" as undefinod, vague and

ambiguous. DENIED SeeWAC 314-11-085(1) and 314-52-110(2).

REQUEST FOR ADMISSION NO. 17: Admit that producers of wine and beer

exer~se a degree of private decision making in determining the prices they charge for wine and

beer.

ANSWER: OBJECTION to the phrase "exercise a degree of private decision making in

determining the prices they charge" as vague and ambiguous. To the extent the-question requests

that the LCB admit that producers of wine and beer make decisions to determine that the price

they charge complies with statutory requirements for price posting LCB admits. Except as

specifically admitted, LCB denies the request for admission.

REQUEST FOR ADMISSION NO. 18: Admit that distributors of wine and beer

e~ercise a degree of private decisionmaking in detennining the prices they charge for wine and

beer.

ANSWER: OBJECT to the phrase "exercise a degree of private decision making in

determining the prices they charge" as vague and ambiguous. To the extent the question requests

that the LCB admit that distributors of wine and beer make decisions to determine that the price

they charge complies with statutory requirements for price posting LCB admits. Except as

specifically admitted, LCB denies the request for admission.

PLAINTIFF’S REQUESTS FOR ADMISSION TO WSLCB
DEFENDANIS (NO. CV04-360P) - 8
[29040~0ST-000000/Am Req for Aam.DOC]

Perkins Cole LLi¯

1201 Third Avenue, Suite 4800
Seattle, Washington 98101-3099

Phone: (206) 359-8000
Fax: (206) 359-9000

TX245 013
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REQUEST FOR ADMISSION NO. 19: Admit that distributors of wine and

exercise a degree of private decision making in determining the services they offer with respect

to sales of wine and beer.

ANSWER: OBJECT to the phrase "exercise a degree of private decision making in

determining the services offered" as vague and ambiguous. To the extent the question requests

that the LCB admit that distributors of wine and beer make decisions to determine services they

offer, LCB admits, as long as the distributor complies with WAC 314-12-140. Except as

specifically admitted, LCB denies the request for admission.

REQUEST FOR ADMISSION NO. 20: Admit that retailers of wine and beer exercise

a degree of private decision making in determining the prices they charge for wine and beer.

ANSWEI~: OBJECTION to the phrase "exercise a degree of private decision making in

determining the prices they charge" as vague and ambiguous. To the extent the question requests

that the LCB admit that retailers of wine and beer make decisions to determine a price they

charge, LCB admits, as long as the retailer complies with WAC 314-11-085 and 314-52-110(2).

Except as specifically admitted, LCB denies the request for admission.

REQUEST FOR ADMISSION NO. 21: Admit that the State of Washington does not

r~view the reasonableness of prices charged by distributors of wine and beer.

ANSWER: OBJECTION to the phrase "reasonableness of prices charged" as undefined,

vague and ambiguous. ADMIT to the extent that the LCB’s review of the price charged by

distributors is to determine whether the price complies with statutory requirements. Except as

specifically admitted, LCB denies the request for admission.

PLAINTIFF’S REQUESTS FOR ADMISSION TO WSLCB
DEFENDANTS (NO, CV04-360P) - 9
[2~040-0087-000000/Ans Req for Adm.DOC]

Perkins Ceie LLP
1201 Third Avenue, Suite 4800

Seattle, Washingloa 98101-3099
Phone: (206) 359-8000
Fax: (206) 359-9000

TX245 014
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REQUEST FOR ADMISSION NO. 22: Admit that the State of Washington do~ not

review the reasonableness of prices charged by producers of wine and beer.

ANSWER: OBJECTION to the phrase "reasonableness of prices charged" as undefined,

vague and ambiguous. ADMIT to the extent that LCB’s review of the price charged by

producers is to determine whether the price complies with statutory requirements. Except as

specifically admitted, LCB denies the r~luest for admission.

REQUEST FOR ADMISSION NO. 23: Admit that the State of Washington does not

review the reasonableness of prices charged by retailers of wine and beer.

ANSWER: OBJECTION to the phrase "reasonableness of prices charged" as undefined,

vague and ambiguous. ADMIT to the extent that LCB’s review of the price charged by retailers

is to determine whether the price complies with WAC 314- ! 1-085 and 314-52-110(2). Except as

specifically admitted, LCB denies the request for admission.

REQUEST FOR ADMISSION NO. 24: Admit that the State of Washington does not

review prices charged by distributors of wine and beer to determine their effect on abusive or

excessive consumption.

ANSWER: DENIED

PLAINTIFF’S REQUESTS FOR ADMISSION TO WSLCB
DEFENDANTS (NO. CV04-360P) - 1o
[29040-0087-000000/Am x~q for AdmDOq

Perkins Cole L~
1201 Third Avenue, Suite 4800

Seattle, Wa~ington 98101-3099
Phone: (206) 359-8000
Fax: (206) 359-9000

TX245 015



l
2
3
4

6
7

9
I0
l!
12
13
14

16

19
20
21
22
23
24
25
26
27

29
30
31
32
33

3~
36
37
38
39

4l

4S
46
~7

49
5O

REQUEST FOR ADMISSION NO. 25: Admit that the State of Washington does not

review prices cha~ged by producers of wine and beer to determine their effect on abusive or

excessive consumption.

ANSWER: ADMIT

REQUEST FOR ADMISSION NO. 26: Admit that the State of Washington does not

r~wiew prices charged by retailers of wine and beer to determine their effect on abusive or

excessive consumption.

ANSVVER: DENIED see WAC 314-11-085 and 314-52- ! 10(2).

REQUEST FOR ADMISSION NO. 27: Admit ~hat, except for purposes of operating

the states stores, the State of Washington does not monitor market conditions in the markets for

distribution of wine and beer.

ANSWER: OBJECTION to the phrase "’monitor market conditions in the markets" as

vague, ambiguous and undefined. ADMIT, except to the extent to the LCB requires distributors

to comply with RCW 66.28.010, 180, LCB DENIES.
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REQUEST FOR ADMISSION NO. 28: Admit that, except for purposes of operating

the states stores, the State of Washington does not monitor market conditions in the markets for

retail sales of wine and beer.

ANSWER: OBJECTION to the phrase "monitor market conditions in the markets" as

vague, ambiguous and undefined. ADMIT, except to the extent to the LCB requires distributors

to comply with WAC 314-11-085 and 314-52-110(2), LCB DENIES.

REQUEST FOR ADMISSION NO. 29: Admit that, except for purposes of operating

the states stores, the State of Washington does not monitor market conditions in the markets for

production of wine and beer.

ANSWER: OBJECTION to the phrase "monitor market conditions in the markets" as

vague, ambiguous and undefined. ADMIT, except to the extent to the LCB requires our

distributors to comply with RCW 66.28.010, 180 LCB DENIES.

REQUEST FOR ADMISSION NO. 30: Admit that the State of Washington has not

undertaken any study to determine how many licensed retailers in any or all Categories are

necessary to serve the public.

ANSWER: OBJECTION to the term "study" as vague and undefined. DENIED, the

LCB has reviewed the number of licensees to serve the public see Annual Reports for 1936,

1937, 1938, 1939, 1940, 1941, 1945, 1946, 1947, 1949, 1955 and Initiative Measure 171 in 1948

and 1949 legislation.

REQUEST FOR ADMISSION NO. 31: Admit that the State of Washington has not

undertaken any study to determine the effect of termination of the prohibitions and requirements

on the number of licensed retailers of any or all categories.

ANSWER: OBJECTION to the term "study" as vague and undefined. DENIED
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REQUEST FOR ADMISSION NO. 32: Admit that the State of Washington has not

undertaken any study to determine the effect of termination of the prohibitions and requirements

on the extent of abusive or excessive consumption.

ANSWER: OBJECTION to the term "study" as vague and undcfine~]. DENIED

REQUEST FOR ADMISSION NO. 33: Admit that the difficulty of acquiring services

from distributors in the State of Washington has reduc, cd the number of wines available to

consumers at licensed retailers.

ANSWER: OBJECTION to the phrase "difficulty in acquiring services from

distributors" as vague and ambiguous. LCB ADMITS, to the extent that ifplaintiffprevails the

consumer will have fewer choices of wines available for consumption° DENIED, to the extent

that Washington wineries have the ability to self distribute their product.

REQUEST FOR ADMISSION NO. 34: Admit that the State of Washington has not

undertaken any study to determine whcther it could more effectively reduce abusive or excessive

consumption by directly controlling retail prices of wine and beer than by use of the prohibitions

and requirements.

ANSWER: OBJECTION to the term "study" and to the p~ase "directly controlling

retail prices" as vague and ambiguous. DENIED.
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REQUEST FOR ADMISSION NO. 35: Admit that the State of Washington has not

underteken any study to determine whether it could more effectively reduce abusive or excessive

consm-nption by increasing taxes on wine and beer than by use of the prohibitions and

re, quircmcnts.

ANSWER: OBJECTION to the term "study" as vague and undefined. ADMIT, except

to the extent Dr. Chaloupka’s expert report opines that increasing taxes on wine and beer are not

necessarily effective in controlling abusive behavior. Except as spvcificaily admitted, LCB

DENIES.

REQUEST FOR ADMISSION NO. 36: Admit that the State of Washington has not

undertaken any study to determine whether the beliefs of some at the end of Prohibition with

respect to the dangers of tied houses were well-grounded in fact.

ANSWER: OBJECTION vague and ambiguous. DENIED see defendants initial

disclosure "1999 Three Tier Review" and 1935 Annual Report.

REQUEST FOR ADMISSION NO. 37: Admit that the State of Washington has not

undertaken any study to determine whether the beliefs of some at the end of Prohibition with

reject to the dangers of tied houses are valid at this time in light of changes in the economy and

the passage or interpretation of laws that protect retailers of all products.

ANSWER: OBJECTION vague and ambiguous. DENIED see defendants initial

disolosure "1999 Three Tier Review."
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REQUEST FOR ADMISSION 1~O. 38: Admit that the State of Washington has not

undertaken any study to determine whether any negative impacts have arisen from allowing

Washington producers to sell directly to retailers.

ANSWER: OBJECTION to the term "study" as vague and undefined. ADMIT

REQUEST FOR ADMISSION NO. 39: Admit that the State of Washington has not

undertaken any study to detert~ine whether any negative impacts have arisen from allowing

Washington producers to also act as retailers.

ANSWER: OBJECTION to the term "study" as vague and undefined. ADMIT

REQUF~T FOR ADMISSION NO. 40: Admit that the State of Washington has not

undertaken any study to determine the effects on abusive or excessive consumption of the

temporary price reductions made available to consumers in state stores.

ANSWER: OB/ECTION to the term "study" as vague and undefined. ADMIT
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REQUEST FOR ADMISSION NO. 41: Admit that the State of Washington has not

undertaken any study to determine the effects on abusive or excessive consumption of the

volume discounts made available to consumers in state stores.

ANSWER: OBJECTION to the term "study" as vague and undefined. ADMIT

REQUEST FOR ADMISSION NO. 42: Admit that the State of Washington has not

undertaken any study to determine the effects on abusive or excessive consumption of the

quantity discounts obtained by WSLCB in purchases for state stores.

ANSWER: OBJECTION to the term "study" as vague and undefined. ADMIT

REQUEST FOR ADMISSION NO. 43: Admit that the State of Washington has not

undertaken any study to determine the effects on abusive or excessive consumption of the credit

extended to WSLCB with respect to purchases for state stores.

ANSWER: OBJECTION to the term "study" as vague and undefined. ADMIT
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REQUEST FOR ADMISSION NO. 44: Admit that the WSLCB competes with

plaintiffwith respect to sales of wine and beer to consumers.

ANSVC-ER: OBJECTION to the phrase "competes with plaintiff" as undefined, vague

and ambiguous. LCB ADMITS, except to the extent that the LCB sells similar wine products as

the plaintiff’s storo but does not sell very much beer. DENIES, in that the LCB market share of

wine has been dropping compared to private retailers share of the wine market. See December

2003 A Comparison of Wine Prices: State Liquor Stores and Major Grocery Chains.

REQUEST FOR ADMISSION NO. 45: Admit that Costco would compete with the

WSLCB with respect to sales of wine and beer to small retailers but for the proh~itions and

r~quirements.

ANSWER: OBJECTION vague and ambiguous. DENIED LCB lacks sufficient

information as to what Costco would do in respect to small retailers.

REQUEST FOR ADMISSION NO. 46: Admit that Costco would compete with the

distributors with respect to sales of’wine and beer to small retailers but for the prohibitions and

requirements.

ANSWER: OBJECTION vague and ambiguous. DENIED LCB laolo sufficient

information as to what Costco would do in respect to small r~tailcrs.
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DATED: August 1,2005.

PERKINS COIE LLP

B~.
David J. Burman, WSBA #10611
Shylah R. Alfonso, WSBA #33138

1201 Third Avenue, Suite 4800
Seattle, WA 98101-3099
Telephone: 206-359-8000
Fax: 206-359-9000
dburman~_tmrkinscoie, corn
salfonso@perkinscoie.com

SANDLER AHERN & McCONAUGHY PLLC
By: si_m~ature approval via electronic mail

Michael D. Sandler, WSBA #15027
1200 Fifth Avenue, Suite 1900
Seattle, WA 98101-3135
Telephone: 206-346-1751
Fax: 206-346-1755
mike(~_,sandlaw.com

Attorneys for Plaintiff Costco Whole~ale Corporation
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RULE 26(g) CERTIFICATION

I have read the foregoing answers and objections to these Plaintiffs Requests for

Admission to WSLCB Defendants and certify that, to the best of my knowlrdge, information and

belief, formed after a reasonable inquiry, they comply with the requirements of Federal Rule of

Civil Procedure 26(g).

Dated this 1 st day of August, 2005.

ASSIS/T-A~ ATTORNEYS GENERAL

l~a~l’d M. Hankins, W’S~IA #I �I 94"
l~fartha P. Lantz, WSBA # 21290

Attorneys for Defendants Roger Hoen, Vera Ing,
and Merritt Long
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INFORMATION R~I)ACTED
ATTORNEY-CLIENT PRIVILEGE

Implementation of changes In SB’ 6737:

¯ ~e dis.lributor.as an eWor, 1~ dblrlbutor could preViOl~ elec~oni~lv kxlk ~ ~
mallUfacturem postlng Io see what caused the em0r. S4~eral ~ ¢x~d I~ m llt~Xn~
¯ po~fng by the ~pplier, or a minimum markup ~ror of.lhe dbtrlbulor by not being t0 per~mt
-.because manufacturer po~ted inoorred, ~X diddbutm is not lhe ~ ~ ofb~e
¯ m. anufactumr I~causo’manufacturer dld not correcf~ ~ lhe Liquor Board, e4¢., eto.

,~w~,uPp,ur~ur~poszzorover400~. 6KU~. By not belng alde to look atlzetr
manufactiJrers postings,.they will likely ~all g~e Liquor Board (Heldi) to ask for help ~ Ize
.problem..

.The question: "Is it noce~ssap/that lho Impiemerltation of the o~zrlgeS il1 ~B 6737appl)r " "
ve~k~y as well has hodzonl~lt]~,, In olhef, words, can the goab o~SB 0737 be
accomplished if a distributor can look at Ids own suppller’o pos~ng~?

That,.ks In advance for oon$lderlng ~ Issue.

PUBLIC

R~p to Codco RFP
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Confiden~l .For lnter~l Use Only

Dave Burman’s voieemail m~ssagea 1-14-04
Comfortable with ~ sa~ng at BAC. ~

. A~l~g~ ~ ~’d 1~ ~m ~, f~l ~ ~ ~ ~ ~n~ ~
~y~ ave! ~ public ~ ~

* ~~AGO~ ~1~

¯ Acknowledg# had meeting to mak~ sm’o undcrstm~ C~st~o’s position undetttood
and to understand moro what Co~tco bolicvm to by incomistmt in WA law with
federal laws.

¯ Has decided to sue,, lmm’t backed off fi’om that.

thee is arisk that the lawsuit, could go against state. As rmult, stafl’bas loolmd at
statutory changes, would ~ to be m~lo if Costco wcro to pmv~

Costco doesn’t beliove it makes ~me ~r Stato to dofimd if tim stalmlmldm~ agree
¯ with Costco or dpn’t care about the change to avoid Costco’s argumatt about
illegally of statutes.

¯ .. ". This would be a good way to intmduco idea.why ahdmholdtms’ inteteats would
-... important t~ LCB and to Costoo.

.�ostco is tvlumnt to accept legislative comlmmd~ dtort of roller it would seek
m court. Or to undertake an effort to form’a legitdafivp..�~diti~. ~ htm
r̄e~eivM limitut input from mine ~eremed panie~.

.Contact with stakeholders.-_

¯ LCB asked and Cost~ agre~ it is opea to htmfing from myon~ at BACmeoting
about whether thc~ is somothing wrong about Costco’s 1 .cgal position or as to

¯ why proczeding to litisation is unw~ or ~.

¯ "But d&mn’t want LCBto sdggest ~ will not b~ seeking ~y’gnmp out.
Und¢rstands tim distributors org is tit, one who would fight; probably tho limit
who would conta~. Veryuncomfottablo talking to competitors.

If want ~o communicate with Costco, stakeholders should do it quiddy.

~esp to Cost~o RFP
6O93
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Confidential

¯ Unless~ome coniptomi~e by LCB, ~ will initiate lawnuit in the next 4-6
weelm. Therefore, anyone with input should get it to Cosine.

Seems to Burman that thee i~ "Strong reason to believe that lhe ~ at~
unconstitutional," doesn’t ~ sense for ~e Bom~i to de~ul them unle~ ~ i~
mine publio policy xr.ason to do so or stakeholders insist on it. In which vase~
.Co~,~.,o would be i~terested in hearing from them.

Phone ~aH w/Dave Burman 1/15/04:

Who would be I~C for Costco? Dave Burman, he plans to contact Bob Bammky. I
told kim I would ptdl Phil Wayt and let him lmow fltat .Costco would b~. open to headn8
fi~mhis assoc~fion-

What If asked about statutory ehaug~ proposed on Jan 5"7 Doem’t want me to
:If Cost~ m~with I’hil’s g~p, ~y might ~ a ch~x~Hst of things ~ would
mo~t off~ns~ but would not the proposal langua~ ~ wi~ us.

.pax~ies were op¢~ to discussing any proposal, then would not be going to vourt in that
tim~frame.

Resp lo C,o~tco RIP
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¯ Pago 2 of 3

INFORMATION REDACTED
-WORK PRODUCT-

. .ltiis is. not good for.the good oq~ (t~ik.gi~ Costco ernmunltion.we do not want it to.have, and makes

.
’ ") " " :Fee~free.loca"lfyou:n...~..o.~a~...mo. OthewHso, l’li wait tO hear from wu about ~. . tatk wlth our

":~’.\
.Thanks,                  ..::

Tos Cohen,

.r-r~,.. m~

<<La~ P,e~oa~p~>

CA,       "~ANTE

Resp to Costco RFP
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Page

.This v-mail message and any attached files ar~ confidential and are intended solely for the use of
the addressee(s) named above. This communication may contain material protected by attorney.
client, work product, or other privileges. If you arv not the intended recipient or person
respons~le for delivering ~ confidential communication to.~e intended recipient, you have
-received this communication i~ error, and any review, use, dissemination, fot~,ardi~ prin~ing,
copying.or other distribution of this e-mail message and any attached flies is strictly ptotn~bited.
Di~ Shapiro reserves the right to monitor iny communication that. is c~vated, retired, or
sent on its netwofl~. If you .havereveived this confidential communication in ¢n’or, please ~tify
the s~nd~ immediately by. reply e-mail me~age m~!. permanently ~leto rite original message.

Diek~tein Shapiro Morin & O~ky LLP
httFJ/www.Di~kst~inShapko:com
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Wmh~mgton Stat~ Liquor C~n~ol Board Busln~ Advisory Council
Meetin~ M~u .tin

AprU 29, ~004

George Ha~eo¢~ Wo~d m~e to see LCB do san~ tldng for br~ ~ ~ do ~ ~ ~

Comments frem Merrttt Long                           .
Ivler~ spok~ to the BAC about LL2B’s ~ and hist~y ofhow we got to h¢~. The Board ne~]ed to
asse~ where we were and where we wanted to 80 and asreed ~hey needed an outside perspeotive and help.
b’~irit~ is 90 perccmt ofbusiness, yet tim shelf spa~ is more than 10% for win~. (3roce~ stores and wine stores
w~’e~ ~hat wewer~ ohmxpeuingtl~�~ts of wine. Winea’ieslooktoLO~ roger th~’la’oduotout, tf
they dolt have the LCB how do they sell ~heir wines? We are aU in agreemmt e~ Washington produ~s
needing to be better ~t~l(only 10,17% ofwines ~e sokl in WashingtmO. Pricing is the main topic that
all parti~ need to ~e to agreemc~solutkm on. The LCB enc~wases stak~lders to ic~ep working with the .
LCB to solve these isaues.

Llcenshtg and Regulation Update
Loxraine Lee spoke reKarding COSTO and it’s iawmit again the LCB. Sh~ spoke on the history ofthe sai~, and
wher~ w~ atin th~ process. The lawsuit is against th~LC~ as wall as individuals hxth~ agex~, and
pms~r~ atmmcys o~,

Luaebmn Speaker
The hnche~n ~peaker sad host fi3r the meeting was Tom Hedges from He~Iges W’mery. He spok~ about his
~ histcry and thek winmT, from its besinnings to ~e present md it’s fit in today’s wc~ld.

~ *he lunch hour, Mcnzitt Long, on behalf ofth~ LCB, prorated a gi~t of appre~ation to Steve Bmms who
is ]e~ving the Washington Wine Commission and return~g to California.

2005-2007 Strategic Plan and Budgeting SchednHng
Pat Koider presented a sunmunT of tl~ LCB’s Strategic Plan. She spoke on h~ agency’s mission and goals, and
tmdg~t and decision p~kage t~melin~s. She th~n hightight~d the areas th¢ plan msk~ th¢ stat~ to partn~ wi~h
LCB:

C̄~:a~ng strategies to reinvest portions o~ the revent~ earned back into the as~ney b~inese operation.

RESPTOCOSTCORFP0687
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Washington State Liquor Control Board Business Advisory Council
Meeting Minutes

Questions from BAC members:
¯ George.Hnn~,k: What ~reas do you see those increased ~-owth �omt~g7 Looking ~o increase 8%

¯ Geor~ Han~,,k~ ~ a comprehe~be prtd~ ararat--are you loeld~ at
aasodnted t. lmpleme~flug?. We ~ ~w, s~h ~ ~ ~ ~ ~s,~d n~ ~

~~ ~ ~ at 33%~ ~ 10~ ~0 ~~~~of~.

Le~lative Update

~̄L~ 2~85 - ag~cy request legishtiea to allow new US military ID cards that have imb~ddad, digital

¯ ESB 6737 - whic~h add~sms o~-as ~ b~ and wi~ price postings;
¯.ItB 2794 - width allow~ li~zs~�~ to pay for thvir liquor pu~hases with a dcblt or vreAit

~ne event for the special oc~ion licensin&
¯ SB 665~ - ~ bill allows t~ LCB to set the c~tifica~ f~ at s level that ~ allow LCB to cover ~� costs
of~ ~sprogrmn
S̄SB 6584 - allows ~nmmts with a cat=er endorsem~ to cater ~n a win~ry’s

Rick also spoke about the approved derision pavkage for the pla~mvnt of cameras in all fit= Hquors stor~.
(supplemental budset). He also talked about the future of LCB. He ~ecogniz~d that BAC mmz~l~rs and ot.h~
worked har~] at get~ Rog~ Flo~-n ~ in the S~"natc. MerrJtt Long talked bri~’/’~y ~ the ~i~e po~ng

Resp to Costco RFP
688 Page 4 of 9
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Waslflng~on Stat~ Liquor Control Board Business Advisory Council
Meeting Minutes
Aprn  004

bill-~zognizing the work ’of tho~ invo]wd ~n ~ ~he bill ~rough the legish~ure and s~hmwledged the bill
would not hr¢~ ~ wi~ho~ the ~ov~nm’shelp as

Riok alto q~Hy touc&ed on ~ Sunday Sales bill tl~t did not l~S fl~s year, b~ it is not a du~I ~ md ~
be looked at again ~n ~he ~.

Business Advisory Council Member Foram~. Le~ia~e Wrap Up
Geme Vosberg- Wanted to ~dmnk I.CB staff for their help ~md support in tim passage of two HIIs-HB 2794
Credit/DebitCuds and SB 6584 Catm’er Endorsenmnt bill.

C’2if l~nch - They’re m’ll lo~l~g at a wine t~ng bill fur next session.

Steve ~- Talk~xt about WSU funding fer ~ school, but we~e~ active in the legislative session.
The Washington W’m~ Cemm~on is supperfiv~ of Sunday mzles. They rapport all aggressive consmn~

Don Campbell- The’re looking next :lmar to see bills that allow stiffer penalties fi~r underage pumhase of
wille.

Andrew Baldoaado - The Beer Institute is just e.~n~ on promoting sales in Washington

sale~asathreattu ran’viral. Alsotalk~daboutMA~’ai~ngmdLCBlookingtoinomase training. Might
need to leok at.~ They’re happy to help eagage in legis]atiw efforts. He was ask~l if stares am 8oh~g
to oppme the wine strategy? TK ~id he would need to talk ~o his Board - eau’t a~vT~e~ that question at this
time.

Molly Hewell - Sta~ed that Sunday sales is a key issue fer DRAW. They supp~ it and will continue to work
with o~=rs to tzlp ~et it lhrougk

Phil Wa~e - They’re fearful of a tax ba~� in the next legislative session. ~ Rick ~ if k’gislators are
atlvmpflng privatizatieu bills next year, Rick utid not at ~ time. Phil then ~k~ irwin-location requires a
statnt~ chenge, l~k didn’t think it does.

Mark German- DISCUS stands with th~ Bv~ a~l Win~ Wholesalers to resist tax L~crvas~. Samplin~
is of int~e~ to them, as well a~ Sunday ~lv~.

Retail Business Plan
Chris Liu presented information regarding the LCB’s Re~ Busine~ Plan and how it c~neen~raies efforts
sddress the age~/’s 8~i~ Plan gud ~o ~ ~o ~ State’s taxl~yers. It q~d~ to our
balan~ missi~ of pmvidins control of product whil~ 8enerat~g im~=ed revenues to the ~zt~. (~ifFinch

Resp to Costco RFP
689
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Washington State Liquor ~onU’ol Board Business Advtsory Council
Meeting Minutes

April 2~, :1004

Questions ~rom BAC members:

to hrterests of the agenc~ - Pat Kohlcr x~0ondcd saying wc m~ dcfixG-~ly sitting down a~l talking

a business sUmdgoint.

Proposed Education Strategy
Vcra ln~ taO~ about fl~ pmpo~ education slratcgy. The Board’s a~ivities rcganfing e~tucat~on ~lude
talking to othu" sta~s flint m~ kacling in this area. Thzy h~vc ~i s~ral ~k~ pr~mt to th~ Board to t~k

to parta~ in &vclo~, g an cduc~on ~ and a need to develop an ~ council Ther~ is also s need
to start ~rg~ns portlom o~dtug and alcohol abime fund~ for cduc~ou and trai_~g~ (The~ is ouly $150,000

¯ Developing akitthat speaks to th~ problmm flmcanbzprovklcdm schools.
¯C.onta~ wilh c~alitio~s on axegular basis to ke~ th~ issue mop,m([ forward.
¯~he ~. nc~lmnphasis on violations.

These arc t~ outcomes aud obse~ations of the Bom-d. Morn m~d more wb~n falling abo~ liquor ~tver~in~

Community Coalition ~ - Bcll~e) and odm-s to build a cohere plum. The~’s a Ic~ going on i~ the sm~z.
and LC~ docm’t want ~o we~¢� time mid dollars duplicafin$ wl~ is already being done. I.~B’s maln goal is

do~n’t trove a de~sion y~t ss ~wh¢~ flt~y’m going and how fl~ey’x~ getting them. But may go forward to

Questions from BAC members:

based on whxt were ~earned by th~ prese~ations from outside folks re~qudh~ xv~t~ t~m worki~/no~
working. Tbe Board Want~ to c~m~ t~ BAC and share son~ i&as/o dev~lop what Ibey think s~s
is. Roger Horn stat~ ~at what LC~ wants ~n the early ~tag~s is m get ~ DAC~s ~ ~ ~ ~ ~

BAC ~ wlflch ~ thvy~e going m~d tl~ mmnber’s in~o~mt~n will be solizit~

Business Advbory Council Member Forum: What is your ~dustry doing In alcohol education?
What are some the poss~le key leadership roles mat the LC~ should be Involved In: How could
you best Join the ~ in this strategy7

Andrew B~Idormdo - indicated they’re working the legislatu~ (all mdted in our eoncex~ about u~derage
drinking). They wil! be at $500,000 ~ in cost ofpromo~g safe drinldng, He then introdue.edSastut ?77
~/mhmmer-Bu~oh speak (m Anhmm~-Busch’s effo~s in respondble drinking/education wogrmm and their
efforts against underag~ drinking. Sh~ mmtioned th~ ~ advextising bfitzcs t~ promoh: respo~m~le
drinking. TheytutveasUt~dcfimf~traonitor~throughstttatoseeifacampaigniswoddng~not Besides

Resp to ¢oslco RFP
690 Page 6 of 9

RESPTOCOSTCORFP0690

TX245 038



Washtugtou State Liquor Coutrol Board Business Advisory Council
Meeting Minutes
April 29, 2004

proa~ve instead of reactive. They us~ the news media to let the c, ommunity know what ~ doing and
fl~tregivingtmkmtheeammity. T~yhaw~ourcomnnm~-bss~dp~ograms: D respom~o~dr~Xin~ 2)
undemg~ d6nlc~ 3) drunk ~n~ m~d 4) ~olle~ ~ Th~ lmw sener U’aininS;, designa~ ~
prognu~ (sin~ the program starl~120 y~ars sgo ov~ 122 ~ pc~pl~ ~ ~tl~r ~ ~ dc~ignit~l ~

paints with ~611©g~ ag~ s~de~s); opemfio~ ID ~ l~ ~ ~ ~ ~ ~ ~ ~ff~

Mark Gorman - Right now DISCUS is taking a ~ splxoa~ The medical field has little in the way of
edue, ation programs, and they a~ working.with physieiarm to be able to speak to their patients intelligently about
alcohol ismes. They also developed an alcohol edmation idt for pkTsieAm~ (DISCUS is willing to wock with
~ to g~t the information out to Washington Physi~ans). They also dewloped a standard ~’inka t~daing tool
t’n~lude, a CD ROM). They are working with groups to dud with ~oll~ drinki~ issues. O~ of the big
isma:s is sale of ~Ioohol ~o minors (where do the kids get their alcoho.l--65% from fixmfly/fi’iends). On 7_.000
college campuses ~ey me theCD lk~mas a lemdngtnol, along with ~-mmd other pmgnmm. They’re
cncourag~ flint ti~ industry is g~Jng involved. They mcogn~ ltmt not mu~ can really M~

Molly H ,owe~ - DRAW uses a lot of DISCUS’ information and are very impressed by the way the LCB works
in educating tl~ public regarding ~mderage drinking la’obk~s. They are waling and happy to be involved in
I£~’s effort~.

TK Beafler- Indicated there are a lot ofpmgtanzt by a l~ of 8rOUlm out there. Thinlm that.if there’s a policy t~
haveit all under one agency, to eoordinme efforts by all involved to be sine tlmt the best things am being done.
Wmat=tt~kuowhowdovmtiethisulltok~dm? .Who ls best to de this? Thtnksoc~0~dtnatiouheapstos¢tl
ideas. He also indle, atedthete needs robe set pefformanem standards and a way to ~mmeess. Should this
bett~LC~? Trainingis ~ttothemiatheC-Sto~ sector. Should them be tmiaing for remilers -
voluntary? mar~lat3ry7 Maybe foem on lxoblem artts and ~ lhem mandatury, and leave the other areas as

Pldl Wayt- H© goea tu diffmtmt markets and different environmmtts working on responm’ble drinkit~
programs. Mark Oorman asked ffthe Iegishttimt (education eommtl) emmmpasses coordinating with oth~
.conanittc~, education programs? Roger Hoen indicated that t~ L~ needs mor~ input fi~m oth~n 0~ what
role is noeded and how it rela~ to the retail-side and taff~t-~ide; ami do we re~mc~e ~11 needs? l~ also
iadieated tMt we n~e,d te e.~m~cat~ b~t~r with l~lato~.        Resp to Costco RFP
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Wm~tngton State Liquor Coatrol Board Business Aab~lso~ Council
Meeting Minutes

April 2P, 20~4

kegse~, ere). Should we ~t~dy ~ otl~ cotmtde~ do in regards to youth drinking (al~Sh tnd~ry would
nOt be looke~ upoo w~ll by~.~g t0 I~a’omolv a ymn~vr d~." g ag~)7

.diSplay~ Olhc~viscth~m~noto~-~ks~cr~inolhcri~. ~Jsaniulme~tbythe shiflinm~ving
into here issues, ~ tl~re’s no link in involving education programa- The rctafl~rs need to do more point of
saleadvettisem~on~le~kinklng. They say ifthe whole~etSprovide sometldng, they’ll do it We

be ~’a~ned again, but WRA is being proa~ve in the nwd for this to be done. Ont. of ~e things needing to be
done in pm~�~hip v~h LCB is to formally do medist blRz~ on a regular bes~ WIL~ wants to g~t out tbcrc

of a sa]~ and service poli~ - making serve~ sign a pledge so they undcrslm~ se~-ieusness ofeffum

Den Campbell- Talked about Safeco F~eld~ Good Spor~ prosxam-a ~ ax:tkm plan for influen~ng

~ Nell m~e in talking about &layed effects of alcohol, aud to build a ~ve progra~ that works.
It’s a mistakv for an opexaWr ~o be 8iwm a Ecmse ff that licensee is not willi~to participate in edum~tiOnal

Would ~ ~o s~� budget t~ allow long-lime oiBce~ to be tnvolv~l in ~ education prosrams (schools, t~.)

Rtek Garza - Asked the BAC mL-mbers wlmt they felt was tl~ most e~eet program in dealing ~ ~
drinking involving parents a~ educates. Gigi Bm-k indicah~d the~ are materials out ~-ve. You nved to

. in~l~n~t progrmm i~ tim rvtaiVwholesale m~a. Andrew Baldanado mid that ~s msixm~w3ity frmn chil~

community funded programs in any ~ta~e to would do that. Mark Gorman ~id the Ad Coun~d is inviting
industry to work on developing advertising. Leoidng to gear a~ more ~owa~l pare~..Rick Garza indiea~l

Res’p to Costco RFP Pa~e 8 of 9
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Washington St~e Liquor Coatrol Board Business ~Alvisory Coundl
Meeting Mlnute~

April 29, 2004

arc some programs out th~ tim arc F.~cd toward ~tting the message o~to ¢ommmdt~ aud into the
ho~s.

V~a In~-She minted to tak~ this lime to thank BAC m~’s for th~ ~pport oftlm LC’B th~ willingntm to
load suppoa to mako o~r efforts work.

Bo~ is ~l]y c, ommit~i to th~ effo~t, md ~s ~-y b~r from o~er ~ they will be ~to ke~ ~ BAC
mmb~~

"Next Meeting wad Faiare Meetings
Board Memb~" R0g~" Holm indic, atui that the next ~ Advisory Coun~.i.1 me~ting will be held
J~y,8, 2004, with Pyranfid as the posdble location;

Resp to Costco RFP
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Mcss~g¢ Page I of 2

Lee, Lorraine

From: Nakamura, Kent (ATG) [KenIN@ATG.WA.GOV]
Sent: "fhursday, December 04, 2003 4:26 PM
To: ’Burman, David J.-SEA’
Co: Lee, Lorraine; Long, Merritt D; Ca=a, Rlc~ J; Moran, Linda (ATG); Batten, 8hirtey {ATG)

Subject: RE: Meeting on Dec. 8, 1 pro, Bank of California Building, 900 4th Ave., Seattle

Dave, we’re anUcipating and planning on a more Informal dl~cu~lan. It’s not to debate the merits
of the points but to dialogue on what solutions and proposals Costco ha~ to suggest to the LCB.
As you know, these provisions are in statule and Costco Is one of m.~ny stakeholders that has
interest in these matters. ! suspect it’s too late for processing agency request legislative
proposals but it is probably never too la~ if stakeholders, the Govmnor, etc., are on board and
there Is a legislator willing to sponsor legislaUon before the session ends.

Re Washington wineries, I understand that presently e Washington winery {;an sell product {}fits
OWn production either direclfy to retailers or to a Washington disldbutor. Thm~ have to post pdces
e’r~her way, but the pdc~ could be different. Once they post e price to rataller~ or o~tributors,
they have to sell at that posted price to all retaila~ or distr~utors for that monlh. The winery is
required to add the 10% markup.

There has been a similar effod to not "up-play" this matter but as I believe I manl~ed to you
before, LOB staff and I did informally meet with two representatives from the whota~aiers
association to discuss Costoo’s letter, parliculady since it was that group that apparenb’y initiatsd
getting the disputed provisions into the RCW. Like our meeffng on Monday w~th Costco
repre~antativas, staff wanted to get input from stakeholders that may have a direct internal
Coslco’s istter is otherwise a publio re(x:)rd and ia thus subje¢! to publi~ disdo=um requasl~, and
any consequent media hlghllgh~ng of this subject has not been by the LCB. As I manUoned to
you, the LCB was appreciative of your cooperation and, also, appmdatlve of being able to sit
down with you and your client, and has tried to demonstrate good faith by not unnacessm~
rablng visibility. The Weekly peraon was referred to the AGO’s media ralatlo~ spoke~oe~on,
who has a copy of the letter, and in speaking to the AGO’s spokaspemon, I men,toned that we
would be meeting for furlher discussior~ on Monday.

We look forward to seeing you on Monday. Deputy Attorney Genera~ Shirley Batten will also be
attending since her conflict has dealed.

-̄---Odglrml Message---
From: Burman, David J.-SEA [mallto:DBurman@perklnscoia.com]
~erl~. Wednesday, December 03~ 2003 5:00 PH
To: Nalmmura, Kent (AT’G}
co: Kondo, "nna (ATG)
Subject:: RE: HeeUng on Dec, 8, I pro, Bank of California Building, 900 4th Ave., SeatUe

Besides myself and John Sullivan them will be three Cnstco business people: John McKay, Dab Cain, and
Gre~] Kulczy~ Do you w~rd U,~ to be prepared to n-rake any sort of pre~emlation, ~ are you antk;lpating a
more Informal discussion? ~hould we try to work out an agenda in advance?

Are we correc~ In assuming that it Is too ledo to get a legislative proposal In the queue for the next session
even if the Board were inclined to do so? If e Washlngton winery sells directly to some retailers does R
have to poet tho~e prl~es? Whether or not they are posted, can such a winery c~erge different prices to
re~ailem than to disldbuto~? Or than its dislributor~ posts for charging to retagars? Are su~ wineries
requlred Io add the 10% markup?                              L.~.~

RasP to Costco RFP
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Message Page 2 of 2

Also, we are starting to get lots of press inquiries. We’re b’ying to duck those, and to downplay things. We
were told that "the distributor" have already met with the agency about our letter. Any truth to that? Do
you haw any written submissions from the distributom or othors that relato to our let’mr? 7he reporter for
the Seattle Weeldy has somehow learned of Mondays meeting. We were-also asked if we had received a
formal response to our request for help from Tma. Our position is that only the AG’s Office can address
that queatlon and that we continue to hope tY~at we will get help.

Finally, assuming that this has to go to litigation, ii Is impodant to me end to Costco that we not be acing
under any missppmhansior~ as to what the f’ad~ and law are. Is there anything in our lett~s
interpretation of tha regulatory’ regime that is incorrect? For example, are we corred that state law does
nol require exclusive distrtaution, only distribution, and fhat the state does not subject Its own liquor slores.
to the same req~wn~ts that Costc~ Paces? Do you lhink we’ve misinterpreted any of the antitrust and
preemption precedents?

---.-Origir~l M¢ssage---
Fmm: Nakamura, Kent (ATG) [ma=II~:Ken!:N@ATG.WA.GOV]
Sent: "fhursday~ November 20, 2003 10:43 AH
To: Burman, David
Cc: Horan, Unda (A’I’G); Long, ~4erritt; ’lee, Lorraine’; Garza, PJck
¯ubjed= Heetlng on Dec. 8, 1 pro, Bank of Ca~ornla Building, 900 41~ Ave., Seattle

Dave. how about I pm on the Bth hem at the Seaffie AGO? We will be meeting in ~onfere~ce room
2295, but everyone should check in on the 20th floor first and moepffon w~ll then direct you to the
22rid floor. As I mantloned, my division chief. Linda Moran, will attend as well as Chairman Long.
Director of I.Ice~slng Lee, and Deputy Administrative Director Garza. I understand it will be you and
two or three Cost¢o individuals, including in-housa (;ounsol Sullivan. Thanks all.

Resp to Cosl~o RFP
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Con,,ftd.ent’~! Internal U~e Onlg

WASHINGTON STATE LIQUOF~ CONTROL BOARD                .:.
Issue-P~p~r ....... "
Costco Update
Date: Janua~ 21, 2003
Presented by:. Lorraine Lee, Director, Licensing & Regulation Division

Synopsis of January 9 Meeting
David Burman, Costce’s attorney, met with AAG Nakamura and Lorraine Lee to share
.Costco’s proposed statutory changes. This was provided at LCB request to better
.understand what Costco believes need to be changed to.address the c~ncems raised in
its letter.

Costco’s Positio.n~ Costco believes that the statutory provislons being challenged am
¯ unconstitutional. Burman statedthat Costco is reluctant to accept a legislative

compromise, less than what it would seek in court,, which is enjoining LCB from enforcing
the regulato~ controls mandated in statute.

Challenged Controls and What Costco Wants:
1) Ban on quantity discounts Cos~o wants to buy dir~/ from- producers in

large quantity at discount~l prices.
2) I~11nlmum 10 percent marl~up required for disLdbut~rs Cos~ wants to be able.

to pass along discounts to Its customers.
3)Ban en warehousing by retz]! sellers Cost~ wants 1:o take delivery of and

store In its own warehouse wine and beer products, Instead of accepting
delivery at its stores as cun-e~ required by law.¯

4) Price posUng by distributes Cost-co want~ the market to.set the price.
5) Ban on credit PUrchases by retailers Costco wants to ~~ wine and beer

-on credi~ like it does all its other, non-alcohol merchandise.

Effects of Co~tco’s pmp0sed statutory changes: In gener~l~ the proposed changes
.would eliminate all of the controls and eliminate the role of beer/wine distributors.
Specifically, the changes would:

Remove #1 & #5: the ban on quantity discounts and ban on credit extensioqs.
(Licensing MIW staff believe these two prohibition bre the mostimportant to keep
to prevbnt.large retailer advantages.)

Remove # 3: the requirement fo~: delivery to licensed premises, therefore
allowing any retail licensee with more than one location ~x.warehouse. Ufting this
ban would also give large retailers an advantage over small.

Costco is one of 18 licensees with 20 or more IocaUons. Another 10
licensees have 10-20 IocatJons~ Resp to Coslco RFP
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Modify #4: retains the posting requirement but removes all the controls that
ensure uniformity of prices statewide to all retailers. Under the proposal, a
dis=td_bu.tor could (a) give quantity discounts, (b) sella price lower than wh~t is
posted~ (c) give special prices to certain retailers.

More rulemakingi Give LCB expm~ rulemaking authority to promulgate rules
that define and prohibit practices that =substantially I .essen competition or tend .to
create a monopoly."

o This is a federal standard used-by the Federal Trade Commissionl
o This is a novel approach to alcohol regulation. Prellmina~, legal research

shows that only Flodda laws use=thiS standard, in another context.
.Provk:ling this express rulemaldng authodtyshifts.the-responsibility to the Board to
. define which practices are anti-competitive and should be prohibited, by rule.- This
Would have substantial impact on Licensing, Enforcement and PLMR staff.

2~ Tier Impact: Allowretail licensee to buy~ from an out-of-state
¯ manufacturer or importer. Washlngton’s three’tiered control syslP.rn requires, ou~-
of-stats produce(s (i.e..breweries/wineries) to sell to distribut~rs (wholesalers)
wllo then sell to retailers. The proposal would, basically eliminate the distributor
tier.

o Tax implications. It also creates a huge.tax log, phole. The liter tax. on
¯ wine and beer is paid by the.first distdbu~Jx-to receive the product for sale
- inWh. Currently, licensed importers can or@sell to. distn~Jtom; imp0rt~rs
¯ do not pay taxes o, the products they import. Therefore, if retailem were
able to buy direly from importers, then the point of- taxation is skipped.

Impact on policy Interests& intended effect. As stated in. RCW 66.28.180, the
policy Interests are to promote

¯ the public’s, intarest In ~ostsdng the.orderly and responsible"
disffibul~oa-of mal~ beverages andwine towards"effective control

’..           of consumption"
¯ and "fair and effident three-tier system" of dlstrlbutlon

intended effect~ o1’ the state’s controt system:
¯ to ensure alcohol pdces do not drop to .levels that would encourage

over-consumpUon, i.e, prevent sale of"cheap booze’.
¯ " to provide a uniform pridng structure that does not favor large retailers

over smaller ones. (Undoubtedly Costco’s proposal would undermine
this pa~cular interest.)

¯ to balance p~blic safety/health concems wit~ public demand for alcohol

Costc0 iS awaiting LCB response. Butman recognizes that it will take a little time for
LCB staff and Board members to review its proposal and formulate a position, about a
month. Costco vail expect an answer by Feb. 6.               i Resp to Costco RFP
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¯ .Costco Anb-Trust Claim "
~GU~TORY CONTRO~ CHALLENGED BY Co’co
See ~s 6-9 of Cos~’s letter

1. B~ on quanti~ ~eoua~                                     .h~ ,~
RCW 66.28.180(2)(d}; WAC 314-24-190(7)} WAC 314-20-100(7)

~ o~er ~scounts WAC 314-12-140
2. 10% m~m~ m~ oa w~ole~e ~dcee - ~

RCW 66.28.180(2)(d); WAC 314-24:190(7); WAC 314-~0-i00(7} .

RCW ~.28.~80(2)(h}(fi); WAC 314-24-~90(12); WAC 314-20-I00(12)
4. ~flce ~ost~g ~Hces ~sted money on ~B’s elcc~onic ~stem

dis~butors must sell at ~s~d pficea to ~
RCW ~.28.180{2); WAC 314-24-190; WAC 314-20-100

5. Cash on deHve~ (~s~buto~ c~ot v~end credit to
RCW ~.28.010;WAC 314-13-01S; WAC 314-20-~0

The state’s poH~ ~teres~ as set fo~ in R~W $$.28.180.            ’

~t~. Thee eec~on ~a enacted, purau~ ~o ~he aueho~t~y
~hte a~a~e ~der ~he ~wen~y-flra~ amend~n~ ~o ~he Unteed
Constitution, ~o p~o~e the p~iic’v tn~e~e~ in £oate~tn ~he

~owar~ effective con~rOl of co~ion; to p~o~ ~he fair and
efficient three-tier System of distribution ~f such beverage%~ ~d
to co~fi~ ~is~ing board ~les as the clear e~r~ssion of state
~licy ~o re.late the ~er of selling and pricing of wine and¯ ~~It beverages by licensed s~ppliers and distributors.

~est!ons for ~A~

Input 6n how effective each control has ~en in promoting Che
sta~ed policy interests~ ~at are the effects if eli~nated~

How rank controls in order of importance to WBWWA

Are there alternative controls that LCB should
(E.g., Oregori system)

membership?    ./~.

~er~
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Berntsen, Teresa E

"-om:
~t:

Cc:
Subject:

Lee, Lorraine
Tuesday, May 04, 2004 7:37 PM
Berntsen, Teresa E
-.Reynolds, IRandy.S ..:
Price PostingWAC Changes; Phil Wayt

Spoke to Phil Wayt at the BAC meeting last Thursday regarding his request to add reference to the Franchise
Agreement Act. He’s okay with not including it in the price posting rule changes and can wait until we deal
with other non-retail rules.

Resp to Costco RFP
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I
F louse, John
From: Lee, I.o~aine
Sent: Tuesday, February 10, 2004 9:51 AM
To: Garza, Rick J
Subject: FW: Proposed Revised Language for SB 6737 re: Price Posting

I spoke to Rowland bdefly yesterday afternoon, this emag is a follow up tp. that
convema~on,

Paul Shipman is ok with SB 6737 (and the proposed change); Randy Reynolds spoke to
him early this morning.

All stakeholders have been contacted and no problems, Rowle~nd’s final input is needed
I~efore I can contact Jennifer Strus.

Free== lee, b~-dne.
So,t= Tuesday, Febuae/10, 200~ 9:,!6 kH
To= ’anewspaperOad.ccm’
SubJect= ~<sed ~,Vsed Umm~e rot se 6737 re: p~e eosun0

Good morning Rowland,

Attached are copies of SB 6737 and the bill report as heard in the Senate
Commerce & Trade.Committee last week.

To address concerns raised about the confidentiality language in section 3 of the
b,i relating to price posting information, I am suggesting adding the deuce"prior
to the etfectlve date of the posted pflces.=

With this add’l clause, the affected statutory provisions - RCW 66.28.180(2Xg)
~and (3)(t). pages 5 & 7 of the bill - would read as follows:

All price postings filed as required by this section constitute Investigative
information and shall not be subject to disclosure, pursuant to RCW
42.17.310(1)(d), prior to the e. ffective date of the posted prices."

Some background information about how our price posting system works:

Under the cun’ent law, beer/wine suppliers (manufacturers/importers) and WA
state distTi. "butom must post their pdces on a WSLCB Web-based electronic
program. This site is accessible only by the users (suppliers & distdbutom). All
users are able to view prices (current Ix)stings as well as prices that have
become effective) from their own PCs at home/office. Here at our headquarters
office in C:)lympia, we have 2 computers set up with READ-ONLY capabili~ into
the .site for anyone to view the postings, Including the general public.    ¯ -

Resp to Costco RFP
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The suppliers and distributors post at different time pedods during the mon~.
Suppliers’ prices are due by the 1st of the month for them to be effeclive the 1st
of the ne.q.~_~ month. Then on the 10th of the month, the distributom~ may start
posting their prices - again for the prices to be effective the 1st of the next
month. My staff revtews the pdce pos~ to enforce a 10% minimum markup
requirement for distributors and other price-related regulations. Because our
review of the postings BEFORE they become effective are considered to be an
investigative function for enforcement purposes, SB 6737 changes the language
of the pertinent statuto~j prqvis’~ne to reflect the short period of time while the
posting activities are occurring and BEFORE the prices become elfectlve.

If SB 6737 became law, then’price postings would co~nue but the information
on future prices would be considered confidential and not subject to vlawing by -
users and the general public. Once the pflces are effecffve, however, then the
users and the genera| public would be allowed to access the information.

This may be way more informa~on than you wanted, but I hope it’s informative.

Please call me this morning when you get the chance.

Thanks.

6737- SB 6737 - SB
rtpd~e po~rl~ce Postlngs.
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